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Higher Education Facilities Bond Act of 1988
Official Title and Summary Prepared by the Attorney General

HIGHER EDUCATION FACILITIES BOI\'D ACf OF 1988. This act provides for a bond issue of six hundred million
dollars ($600,000,000) to provide funds for the construction or improvement of facilities of California's public higher
education institutions, including the University of California's nine campuses, the California State University's 19
campuses, the 70 districts of the California community colleges, and the California Maritime Academy. The use of
funds authorized under this act includes, but is not necessarily limited to, the construction or improvement of
classrooms, laboratories, and libraries, and the implementation of earthquake and other health or safety improvements.
Final. Vote Cast by the Legislature on SB 703 (Proposition 78)
Assembly: Ayes 66
;";oes 2

Senate: Ayes 30
Noes 2

Analysis by the Legislative Analyst
Background
California's system of public higher education consists
of 135 campuses serving about 1.8 million students. This
system includes the University of California, the California State University, the California community colleges,
and the California Maritime Academy.
The University of California has nine campuses with a
total enrollment of about 153,000 students. This system
offers bachelor, master, and doctoral degrees. The university is also the primary state-supported agency for
research.
The California State University system has 19 campuses
with an enrollment of about 343,000 students. The system
grants bachelor and master degrees.
The California community colleges provide instruction
to about 1.3 million students at 106 campuses operated by
70 locally governed districts throughout the state. The
community colleges grant associate degrees and also offer
a variety of basic vocational skill courses.
The California Maritime Academy provides instruction
for students who seek to become licensed officers in the
U.S. Merchant Marine. One of six such schools in the
country, the academy has an enrollment of about 350
students.
The state provides funds for planning, construction,
and alterations for buildings in the state's system of public
higher education. In recent years, these funds have come
from lease-purchase agreements and general obligation
bonds.
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Proposal
This measure authorizes the state to sell $600 million in
general obligation 'bonds to fund facilities for California's
public higher education system. General obligation bonds
are backed by the state, meaning that the state will use its
taxing power to assure that enough money is available to
payoff the bonds. Revenues deposited in the state's
General Fund would be used to pay the principal and

4

interest costs on the bonds. General Fund revenues come
primarily from the state corporate and personal income
taxes and the state sales tax.
The bond money would be used to purchase building
sites and certain equipment, construct new buildings, and
alter existing buildings. The state also would be authorized to use General Fund money for short-tenn loans to
community colleges for the purchase of instructional
equipment.
\
The Governor and the Legislature would decide how ~ ,
spend the bond money. The state's budget for the 19~ ~ .
fiscal year would spend about $350 million from this bon
measure (if approved) for projects at various campuses.
About $500 million in additional funds will be needed to
complete these and other previously approved projects.
Fiscal Effect
Direct Costs of Paying Off the Bonds. For these types
of bonds, the state typically makes principal and interest
payments from the state's General Fund over a period of
about 20 years. If all of the authorized bonds were sold at
an interest rate of 7.5 percent, the cost would be about
$1.1 billion to payoff both the principal ($600 million)
and interest (about $475 million). The average payment
for principal and interest would be about $50 million per
year.
Borrowing Costs for Other Bonds. By increasing the
amount which the state borrows, this measure may cause
the state and local governments to pay more under other
bond programs. These costs cannot be estimated.
State Revenues. The people who buy these bonds do
not have to pay state income tax on the interest they earn.
Therefore, if California taxpayers buy these bonds instead
of making taxable investments, the state would collect
less taxes. This loss of revenue cannot be estimated.
Paying Off Loans to Community Colleges. This measure requires that any General Fund money loaned tf'
community colleges be repaid from future revenue fro.
the state's tidelands oil or from money received from tt......
sale of these bonds.
~:~
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Text of Proposed Law
This law proposed bv Senate Bill 703 (Statutes of 1988. Ch. 44) is
submitted to the people in accordance with the provisions of Article
XVI 'f the ConstItution.
.~... is proposed iaw adds sections to the Education Code; therefore,
. . provisions proposed to be added are printed in italic type to
1I1Qlcate that the v are new.
PROPOSED LAW
SECfIOl\' 1. Chapter 14.3 (commencing with Section 67330) i;
added to Part 40 of the Education Code. to read:
CHAPTER 14.3.

HIGHER EDUCATION FACILITIES BOND ACT OF
Article 1. General Provisions
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67330. This chapter shall be known and may be cited as the Hiorher
EducatIon Facilities Bond Act of 1988.
67331. The Le~islature finds and declares all of the following:
I a) California s economic and social prosperity relies on a hiorher
education system that keeps pace with California's growth. In the
coming decades, the state's economic prosperity will depend on increasinor the productivity of the work force and on the ability to compete
successfully in the world marketplace.
I b) The system of public higher education in this state includes the
University of California. the California State University. the California
community colleges. and the California Maritime Academy. Each of
these institutions plays a vital rore ill maintaining California's dominance in higher education in the United States.
IC) Over the last several years. studies have been completed by the
University of Cal~fornia. the California State University, and the
California community colleges to assess their long-term and short-term
capital needs, which studies demonstrate that these needs total, in the
aggregate. several billion dollars. .
(d) The purpose of the Higher Education Facilities Bond Act of 1988
is to assist in meeting the capital outlay financing needs of California's
public higher education system.
67332. As used in this chapter, the follOwing terms have the
follOwing meanings:
ia) "Committee" means the Higher Education Facilities Finance
Committee created pursuant to Section 67353.
(b) "Fund" means the 1988 Hiorher Education Capital.Outlay Bond
Fund created pursuant to Section 67333.
Article 2. Higher Education Facilities Bond Act Program
,1)7333. The proceeds of bonds issued and sold pursuant to this
~/pter shall be deposited in the 1988 Higher Education Capital Outlay
uond Fund, which is hereby created.
67334. (a) The committee shall be and is hereby authorized to
create a debt or debts. liability or liabilities, of the State of California
pursuant to this chapter for the purpose of funding aid to the
University of California. the California State University, the California
community colleges. and the California Maritime Academy for the
construction. including the construction of buildings and the acquisition of related fixtures. renovation. and reconstruction of facilities. for
the acquisition of sites upon which these facilities are to be constructed,
for the equlppmg of new, renovated, or reconstructed facilities. and to
provide funds for payment of preconstruction costs. including, but not
limited to, preliminary plans and working drawings.
Ib) Moneys made available under Section 67340 or 67342 may be
used to provide short-term loans to community colleges for the purchase
of instructional equipment. Those lvans shall be repaid from the first
moneys available in the Capital Outlay Fund for Public Higher
Education beginning in the 1989-90 fiscal year, or from proceeds of the
bonds.
Article 3. Fiscal Provisions
67335. (a) Bonds in the total amount of six hundred million
dollars ($600,000.000), not including the amount of any refunding
bonds issued in accordance with Section 67343, or so much thereof as is
necessary, may be issued and sold to provide a fund to be used for
carrying out the purposes expressed in this chapter and to be used to
reimburse the General Obligation Bond Expense Revolving Fund
pursuant to Section 16724.5 of the Government Code. The bonds shal~
when sold, be and constitute a valid and binding obligation of the State
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of California. and thefull faith and credit of the State of California is
nereby pledged for the punctual payment of both principa{ of and
interest on. the bonds as the principal and interest become due and
payable.
(b) Pursuant to this section. the Treasurer shall sell the bonds
authorized by the committee at such different times as necessary to
service expenditures required by the apportionments.
67336. The bonds authonzed by this chapter shall be prepared.
executed. issued. sold. paid. and redeemed as provided in the State
General Oblioration Bond Law (Chapter 4 lcommencinor with Section
16(20) of Part 3 of Division 4 of Title 2 of the Government Code!. and
all of the provisions of that law apply to the bonds and to this chapter
and are hereby incorporated in this chapter as though set forth in full
in this chapter. For purposes of the State General Obligation Bond Lou),
the State Public Works Board is designated the "board. ..
67337. The committee shall authorize the issuance of bonds under
this chapter only to the extent necessary to fund the apportionments
that are expressly authorized by the Legislature in the annual Budget
Act. Pursuant to that leorislative direction. the committee shall determine whether or not it is necessary or desirable to issue bonds
authorized pursuant to this chapter in order to carry out the actions
specified in Section 67334 and. if so, the amount of bonds to be issued
and sold. SuccessiL'e issues of bonds may be authorized and sold to carry
out those actions progressively, and it is not necessary that all of the
bonds authorized to be issued be sold at anyone time.
67338. There shall be collected each year and in the same manner
and at the same time as other state revenue is collected, in addition to
the ordinary revenues of the state. a sum in an amount required to pay
the principal oj, and interest on, the bonds each year, and it is the duty
of all officers charged bu law with any duty in regard to the collection
of the revenue to do ancirerjorm each and every act which is necessary
to collect that additiona sum.
67339. Notwithstanding Section 13340 of the Government Code.
there is hereby appropriated from the General Fund in the State
Treasury, for the purposes of this chapter, an amount that will equal the
total of the following:
(a) The sum annually necessary to pay the principal of and interest
on. bonds issued and sold pursuant to this chapter. as the principol and
interest become due and payable.
.
(b) The sum which is necessary to carry out the provisions of Section
67340. appropriated without regard to fiscal years.
67340. For the purposes of carrying out this chapter. the Director of
Finance may, by executive order. authorize the withdrawal from the
General Fund of an amount or amounts not to exceed the amount of the
unsold bonds which have been authorized to be sold for the purpose of
carrying out this chapter. Any amounts withdrawn shall be deposited
in the fund. Any money made available under this section shall be
returned to the General Fund, together with interest at the rate poid on
moneys in the Pooled Money Investment Account, from money received
from the sale of bonds for the purpose of carrying out this chapter.
67341. All money deposited in the fund that is derived from
premium and accrued interest on bonds sold shall be reserved in the
fund and shall be available for transfer to the General Fund as a credit
to expenditures for bond interest.
67342. The hoard may request the Poaled Money Investment Board
for a loan from the Pooled Money Investment Account, in accordance
with Section 16312 of the Government Code, and may execute those
documents required by the Poaled Money Investment Board to obtain
and repay the loan. The loan shall be deposited in the fund for the
purpose of carrying out the provisions of this chapter. The amount of
the loan shall not exceed the amount of the unsold bonds that tlie
committee, by resolution, has authorized to be sold for the purposes of
this chapter.
67343. Any bonds issued and sold pursuant to this chapter may be
refunded by the issuance and sale or exchange of refunding bonds in
accordance with Article 6 (commencing with Section 16780) of Chapter
4 of Part 3 of Division 4 of Title 2 of the Government Code. The
approval by the electors'of this state of the iSsuance and sale of bonds
under this chapter inclUdes approval of the issuance and sale or
exchange of any bonds issued to refund either those bonds or any
previously issued refunding bonds.

5

78

Higher Education Facilities Bond Act of 1988
Argument in Favor of Proposition 78

California has established one of the world's most
respected systems of public higher education. The University of California, the California State University, and
the California Community Colleges have combined to
produce a system that guarantees every high school
graduate an opportunity to pursue a college education
according to the student's preparation and personal goals.
These colleges and universities, with 135 campuses and
more than 1.5 million students, contribute to California's
continuing prosperity by preparing well-trained individuals for positions in a wide variety of careers, including
teaching, medicine, law, business, science, agriculture,
public service, and the helping professions.
The construction of new facilities at our colleges and
universities has not kept pace with the demands of recent
times. Moreover, many existing facilities need major
renovations to meet state safety standards and to increase
handicapped access to campuses. Until recently, the
state's total funding for public higher education construction had steadily declined, leaving our campuses with an
enormous backlog of projects urgently needed to maintain the quality of California's public higher education
programs.
Proposition 78 would provide $600 million, over two
years, for projects needed to:
• ACCOMMODATE INCREASES IN STUDENT ENROLLMENTS. New and renovated classrooms, libraries, and laboratories are urgently needed on our
campuses to keep pace with California's continuing
growth and enrollment increases on our campuses.
The state's population is increasing by approximately
600,000 new residents each year; and 150,000 new
students enter our elementary and secondary schools
each year as well. Without a carefully planned and
cost-effective expansion to meet rising enrollments,
our colleges and universities will become hopelessly
overcrowded as this growing pool of new students
moves on to college.

• ADAPT TO NEW TECHNOLOGY. Rapid technological development, a direct result of our successful
higher education system, has increased the need for
state-of-the-art instructional and research laboratories. Such facilities are essential if our students are to
learn the very latest in scientific knowledge.
• STRENGTHEN THE STATE'S ECONOMY. A major component of a strong economy is an educated
workforce. Far more education is now required for
employment especially in the scientific and technological fields that are of increasing economic importance in our society. The projects funded by this
measure will enable our colleges and universities to
train the teachers, scientists, doctors, and engineers
who will attract industry and jobs to the state.
Individual construction projects to be funded from this
bond measure are reviewed and approved by the Governor and the State Legislature. Previously, public higher
education institutions depended on income from tideland
oil revenues to pay for needed construction projects. The
recent decline in oil prices has sharply reduced the
amount of money available for these needs. Recognizing
this problem, the Governor and the Legislature authorized this bond issue as an alternative way of financing
badly needed improvements at the state's colleges and
universities.
Proposition 78 will maintain and enhance the hil!h
quality of California's public colleges and uniVerSitief~
WE URGE YOU TO VOTE YES ON PROPOSITI
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GARY I(. HART
Stole Senator, 18th District
ChtJi1T1UJfI, Senate Education Committee
GEORGE DEUKMEJIAN
(;Qvernor'
State of California
DAVID P. GARDNER
Premient
University of California

Rebuttal to Argument in Favor of Proposition 78
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They're at it again. The politicians want to raise more
funds for higher education. What this really means is that
a small group--those who will actually use the educational system-will benefit, while a large group--California taxpayers-will foot the bill. We urge you to vote
NO!
Why should taxpayers be forced to subsidize the education of a small elite group (teachers, scientists, doctors,
engineers, business people and lawyers). Those who
benefit from higher education should assume responsibility for its cost, directly or through voluntary subsidy (such
as scholarship funds). Currently, all taxpayers, including
single people, elderly people, and childless couples, are
forced to pay the bill.

Businesses, which also benefit from subsidized education, have long expected taxpayers to pay to train their
employees. The time has come for these businesses to
contribute directly to this educational training.
Only two years ago, voters approved $400 million in
bonds for this same purpose; now the politiCians want
$600 million more! It is time to stop these unfair subsidies,
which benefit the few at the expense of the many.
Vote NO on Proposition 78.
SAM GROVE
Libertorian Candidate for

u.s. Cang",", 5th District

MARK R. PICKENS
Libertarian Candidate for Stote Sefulte, 3rd Distric;
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Argument Against Proposition 78
Existing college classrooms sit empty many hours a
week and most of the summer. We wouldn't need more
classrooms if each room was used eight hours a day, five
days a week, 48 or 50 weeks a year, the same schedule
most people work.
Bonds are a bad way to buy buildings and equipment.
For $600 MILLION worth of classrooms and equipment
we will pay over 20 years $480 MILLIO;'\ in interest, for
a total of over $1 BILLION! "Pay as you go" would cut the
cost almost in half.
There is no surplus in the state budget this year. The
$54 MILLION needed to payoff these bonds will have to
come from a tax increase or a cut somewhere else in
future budgets. \Vould you cut health, welfare, or salaries;
or raise taxes?
In 1986 the voters approved $400 MILLION in bonds
for similar purposes. The universities and colleges have a
wish list of several BILLION. If we approve this bond
issue they will be back for more next election.
Bond payments must be made for the next 20 years
regardless of other needs or available state revenues
(mostly from the income and sales taxes). If a disaster
strikes-drought. a major earthquake, a depression-hundreds of millions in emergency assistance will be required, at the same time that state revenues from income
and sales taxes drop because of the disruption of the state
economy. We need to maintain flexibility to meet new

priorities as thev arise. not tie our hands with 20-vear
commitments to' payoff bonds.
Payments of principal and interest on outstanding
bonds totaled $515 MILLION in the 1987-88 budget.
Bonds already authorized but not yet issued will add $372
\ULLION when sold. The nine bond issues on this ballot
would add $295 MILLION, for a total of $1.1 BILLION
each year. On a pay-as-you-go basis $1.1 BILLION would
finance all of the projects in the nine bond issues, schools,
prisons, housing, etc., in three years.
By placing capital expenditures on the ballot as bond
issues the Legislature postpones major costs to future
years, leaving more room in the current budget for
boondoggles with low priority or lacking popular support.
The Legislature trots out the sacred cows on the ballot
where the voter can see them, while hiding in the fine
print of the budget the white elephants such as the
legislative slush fund.
.
Interest income from state bonds is exempt from
federal and state income taxes, a loophole for wealthy
investors to avoid paying their fair share of taxes, thus
shifting the tax burden to working people. By voting for
these bonds you are voting for a higher share of federal
and state taxes for vou.
Vote 1\'0 on the Higher Education bonds!
WILUAM McCORD
Retired State Administrator

Rebuttal to Argument Against Proposition 78
The opponent's argument against Proposition 78 ignores the critical construction needs of California's colleges and universities, and the benefits they provide to
our economy and all Californians. Proposition 78 will help
our colleges and universities:
• Keep pace \\ith increasing student enrollments.
• Renovate existing buildings, build new classrooms
and libraries.
• Modernize laboratories to keep up to date with
scientific development.
• Make critical earthquake, health and safety improvements.
.
The projects to be financed by Proposition 78 were
developed after careful planning and study by not just the
universities, but also the Governor and the Legislature.
Bond funds will be used to construct buildings which will
last well into the 21st century, long after the bonds are
repaid.
Bond funds are commonly used by government and
private industry to finance long-term construction needs.

Bond financing is particularly sensible given the low
interest rates currently available. California voters have
repeatedly approved bond issues over the years for highpriority long-term state needs. To argue that the state
should not use bonds to finance long-term construction
projects is like saying that individuals should not use
mortgages to finance their homes
Proposition 78 will not diminish California's financial
stability. It will fund urgently needed improvements to
our college campuses and maintain the quality of California's higher education programs.
VOTE YES ON PROPOSITION 78.
GARY K. HART
State Senator, 18th District
Chairman, Senate Education Committee
W. ANN REYNOLDS
Chancellor
California State University
DAVID MERTES
Chancellor
California Community Colleges
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